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and other supported services used by 
eligible schools and libraries. 

(3) Service providers shall keep and 
retain records of rates charged to and 
discounts allowed for eligible schools 
and libraries—on their own or as part 
of a consortium. Such records shall be 
available for public inspection. 

[62 FR 32948, June 17, 1997, as amended at 63 
FR 2129, Jan. 13, 1998; 68 FR 36942, June 20, 
2003] 

§ 54.502 Supported telecommuni-
cations services. 

For purposes of this subpart, sup-
ported telecommunications services 
provided by telecommunications car-
riers include all commercially avail-
able telecommunications services in 
addition to all reasonable charges that 
are incurred by taking such services, 
such as state and federal taxes. 
Charges for termination liability, pen-
alty surcharges, and other charges not 
included in the cost of taking such 
service shall not be covered by the uni-
versal service support mechanisms. 

[63 FR 2129, Jan. 13, 1998] 

§ 54.503 Other supported special serv-
ices. 

For the purposes of this subpart, 
other supported special services pro-
vided by telecommunications carriers 
include Internet access and installa-
tion and maintenance of internal con-
nections in addition to all reasonable 
charges that are incurred by taking 
such services, such as state and federal 
taxes. Charges for termination liabil-
ity, penalty surcharges, and other 
charges not included in the cost of tak-
ing such services shall not be covered 
by the universal service support mech-
anisms. 

[63 FR 2129, Jan. 13, 1998, 68 FR 36942, June 20, 
2003] 

§ 54.504 Requests for services. 
(a) Competitive bid requirements. Ex-

cept as provided in § 54.511(c), an eligi-
ble school, library, or consortium that 
includes an eligible school or library 
shall seek competitive bids, pursuant 
to the requirements established in this 
subpart, for all services eligible for 
support under §§ 54.502 and 54.503. These 
competitive bid requirements apply in 

addition to state and local competitive 
bid requirements and are not intended 
to preempt such state or local require-
ments. 

(b) Posting of FCC Form 470. (1) An eli-
gible school, library, or consortium 
that includes an eligible school or li-
brary seeking to receive discounts for 
eligible services under this subpart, 
shall submit a completed FCC Form 470 
to the Administrator. FCC Form 470 
shall include, at a minimum, the fol-
lowing information, to the extent ap-
plicable with respect to the services re-
quested: 

(i) The computer equipment cur-
rently available or budgeted for pur-
chase for the current, next, or other fu-
ture academic years, as well as wheth-
er the computers have modems and, if 
so, what speed modems; 

(ii) The internal connections, if any, 
that the school or library has in place 
or has budgeted to install in the cur-
rent, next, or future academic years, or 
any specific plans for an organized vol-
untary effort to connect the class-
rooms; 

(iii) The computer software necessary 
to communicate with other computers 
over an internal network and over the 
public telecommunications network 
currently available or budgeted for 
purchase for the current, next, or fu-
ture academic years; 

(iv) The experience of, and training 
received by, the relevant staff in the 
use of the equipment to be connected 
to the telecommunications network 
and training programs for which funds 
are committed for the current, next, or 
future academic years; 

(v) Existing or budgeted maintenance 
contracts to maintain computers; and 

(vi) The capacity of the school’s or li-
brary’s electrical system in terms of 
how many computers can be operated 
simultaneously without creating a fire 
hazard. 

(2) FCC Form 470 shall be signed by 
the person authorized to order tele-
communications and other supported 
services for the eligible school, library, 
or consortium and shall include that 
person’s certification under oath that: 

(i) The schools meet the statutory 
definition of elementary and secondary 
schools found under section 254(h) of 
the Act, as amended in the No Child 
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Left Behind Act of 2001, 20 U.S.C. 
7801(18) and (38), do not operate as for- 
profit businesses, and do not have en-
dowments exceeding $50 million; 

(ii) The libraries or library consortia 
eligible for assistance from a State li-
brary administrative agency under the 
Library Services and Technology Act 
of 1996 do not operate as for-profit busi-
nesses and whose budgets are com-
pletely separate from any school (in-
cluding, but not limited to, elementary 
and secondary schools, colleges, and 
universities). 

(iii) All of the individual schools, li-
braries, and library consortia receiving 
services are covered by: 

(A) Individual technology plans for 
using the services requested in the ap-
plication; and/or 

(B) Higher-level technology plans for 
using the services requested in the ap-
plication; or 

(C) No technology plan needed be-
cause application requests basic local 
and/or long distance service and/or 
voicemail only. 

(iv) The technology plan(s) has/have 
been approved by a state or other au-
thorized body; the technology plan(s) 
will be approved by a state or other au-
thorized body; or no technology plan 
needed because applicant is applying 
for basic local, cellular, PCS, and/or 
long distance telephone service and/or 
voicemail only. 

(v) The services the applicant pur-
chases at discounts will be used solely 
for educational purposes and will not 
be sold, resold, or transferred in consid-
eration for money or any other thing of 
value. 

(vi) Support under this support mech-
anism is conditional upon the school(s) 
and library(ies) securing access to all 
of the resources, including computers, 
training, software, maintenance, inter-
nal connections, and electrical connec-
tions necessary to use the services pur-
chased effectively. 

(vii) All bids submitted will be care-
fully considered and the bid selected 
will be for the most cost-effective serv-
ice or equipment offering, with price 
being the primary factor, and will be 
the most cost-effective means of meet-
ing educational needs and technology 
plan goals. 

(3) The Administrator shall post each 
FCC Form 470 that it receives from an 
eligible school, library, or consortium 
that includes an eligible school or li-
brary on its website designated for this 
purpose. 

(4) After posting on the Administra-
tor’s website an eligible school’s, li-
brary’s, or consortium’s FCC Form 470, 
the Administrator shall send confirma-
tion of the posting to the entity re-
questing service. That entity shall 
then wait at least four weeks from the 
date on which its description of serv-
ices is posted on the Administrator’s 
website before making commitments 
with the selected providers of services. 
The confirmation from the Adminis-
trator shall include the date after 
which the requestor may sign a con-
tract with its chosen provider(s). 

(c) Filing of FCC Form 471. An eligible 
school, library, or consortium that in-
cludes an eligible school or library 
seeking to receive discounts for eligi-
ble services under this subpart, shall, 
upon signing a contract for eligible 
services, submit a completed FCC 
Form 471 to the Administrator. A com-
mitment of support is contingent upon 
the filing of FCC Form 471. 

(1) FCC Form 471 shall be signed by 
the person authorized to order tele-
communications and other supported 
services for the eligible school, library, 
or consortium and shall include that 
person’s certification under oath that: 

(i) The schools meet the statutory 
definition of elementary and secondary 
schools found under section 254(h) of 
the Act, as amended in the No Child 
Left Behind Act of 2001, 20 U.S.C. 
7801(18) and (38), do not operate as for- 
profit businesses, and do not have en-
dowments exceeding $50 million. 

(ii) The libraries or library consortia 
eligible for assistance from a State li-
brary administrative agency under the 
Library Services and Technology Act 
of 1996 do not operate as for-profit busi-
nesses and whose budgets are com-
pletely separate from any school (in-
cluding, but not limited to, elementary 
and secondary schools, colleges, and 
universities). 

(iii) The entities listed on the FCC 
Form 471 application have secured ac-
cess to all of the resources, including 
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computers, training, software, mainte-
nance, internal connections, and elec-
trical connections, necessary to make 
effective use of the services purchased, 
as well as to pay the discounted 
charges for eligible services from funds 
to which access has been secured in the 
current funding year. The billed entity 
will pay the non-discount portion of 
the cost of the goods and services to 
the service provider(s). 

(iv) All of the schools and libraries 
listed on the FCC Form 471 application 
are covered by: 

(A) An individual technology plan for 
using the services requested in the ap-
plication; and/or 

(B) Higher-level technology plan(s) 
for using the services requested in the 
FCC Form 471 application; or 

(C) No technology plan needed; apply-
ing for basic local and long distance 
telephone service only. 

(v) Status of technology plan(s) has/ 
have been approved; will be approved 
by a state or other authorized body; or 
no technology plan is needed because 
applicant is applying for basic local, 
cellular, PCS, and/or long distance 
telephone service and/or voicemail 
only. 

(vi) The entities listed on the FCC 
Form 471 application have complied 
with all applicable state and local laws 
regarding procurement of services for 
which support is being sought. 

(vii) The services the applicant pur-
chases at discounts will be used solely 
for educational purposes and will not 
be sold, resold, or transferred in consid-
eration for money or any other thing of 
value. 

(viii) The entities listed in the appli-
cation have complied with all program 
rules and acknowledge that failure to 
do so may result in denial of discount 
funding and/or recovery of funding. 

(ix) The applicant understands that 
the discount level used for shared serv-
ices is conditional, for future years, 
upon ensuring that the most disadvan-
taged schools and libraries that are 
treated as sharing in the service, re-
ceive an appropriate share of benefits 
from those services. 

(x) The applicant recognizes that it 
may be audited pursuant to its applica-
tion, that it will retain for five years 
any and all worksheets and other 

records relied upon to fill out its appli-
cation, and that, if audited, it will 
make such records available to the Ad-
ministrator. 

(xi) All bids submitted were carefully 
considered and the most cost-effective 
bid for services or equipment was se-
lected, with price being the primary 
factor considered, and is the most cost- 
effective means of meeting educational 
needs and technology plan goals. 

(2)[Reserved] 
(d) Mixed eligibility requests. If 30 per-

cent or more of a request for discounts 
made in an FCC Form 471 is for ineli-
gible services, the request shall be de-
nied in its entirety. 

(e) Rate disputes. Schools, libraries, 
and consortia including those entities, 
and service providers may have re-
course to the Commission, regarding 
interstate rates, and to state commis-
sions, regarding intrastate rates, if 
they reasonably believe that the lowest 
corresponding price is unfairly high or 
low. 

(1) Schools, libraries, and consortia 
including those entities may request 
lower rates if the rate offered by the 
carrier does not represent the lowest 
corresponding price. 

(2) Service providers may request 
higher rates if they can show that the 
lowest corresponding price is not com-
pensatory, because the relevant school, 
library, or consortium including those 
entities is not similarly situated to and 
subscribing to a similar set of services 
to the customer paying the lowest cor-
responding price. 

(f) Service substitution. (1) The Admin-
istrator shall grant a request by an ap-
plicant to substitute a service or prod-
uct for one identified on its FCC Form 
471 where: 

(i) The service or product has the 
same functionality; 

(ii) The substitution does not violate 
any contract provisions or state or 
local procurement laws; 

(iii) The substitution does not result 
in an increase in the percentage of in-
eligible services or functions; and 

(iv) The applicant certifies that the 
requested change is within the scope of 
the controlling FCC Form 470, includ-
ing any associated Requests for Pro-
posal, for the original services. 
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(2) In the event that a service substi-
tution results in a change in the pre- 
discount price for the supported serv-
ice, support shall be based on the lower 
of either the pre-discount price of the 
service for which support was origi-
nally requested or the pre-discount 
price of the new, substituted service. 

(3) For purposes of this rule, the 
broad categories of eligible services 
(telecommunications service, Internet 
access, and internal connections) are 
not deemed to have the same 
functionality with one another. 

(g) Mixed eligibility services. A request 
for discounts for a product or service 
that includes both eligible and ineli-
gible components must allocate the 
cost of the contract to eligible and in-
eligible components. 

(1) Ineligible components. If a product 
or service contains ineligible compo-
nents, costs must be allocated to the 
extent that a clear delineation can be 
made between the eligible and ineli-
gible components. The delineation 
must have a tangible basis, and the 
price for the eligible portion must be 
the most cost-effective means of re-
ceiving the eligible service. 

(2) Ancillary ineligible components. If a 
product or service contains ineligible 
components that are ancillary to the 
eligible components, and the product 
or service is the most cost-effective 
means of receiving the eligible compo-
nent functionality, without regard to 
the value of the ineligible component, 
costs need not be allocated between the 
eligible and ineligible components. Dis-
counts shall be provided on the full 
cost of the product or service. An ineli-
gible component is ‘‘ancillary’’ if a 
price for the ineligible component can-
not be determined separately and inde-
pendently from the price of the eligible 
components, and the specific package 
remains the most cost-effective means 
of receiving the eligible services, with-
out regard to the value of the ineligible 
functionality. 

(3) The Administrator shall utilize 
the cost allocation requirements of 
this subparagraph in evaluating mixed 
eligibility requests under § 54.504(d)(1). 

(h) Filing of FCC Form 473. All service 
providers eligible to provide tele-
communications and other supported 
services under this subpart shall sub-

mit annually a completed FCC Form 
473 to the Administrator. FCC Form 473 
shall be signed by an authorized person 
and shall include that person’s certifi-
cation under oath that: 

(1) The prices in any offer that this 
service provider makes pursuant to the 
schools and libraries universal service 
support program have been arrived at 
independently, without, for the purpose 
of restricting competition, any con-
sultation, communication, or agree-
ment with any other offeror or compet-
itor relating to those prices, the inten-
tion to submit an offer, or the methods 
or factors used to calculate the prices 
offered; 

(2) The prices in any offer that this 
service provider makes pursuant to the 
schools and libraries universal service 
support program will not be knowingly 
disclosed by this service provider, di-
rectly or indirectly, to any other offer-
or or competitor before bid opening (in 
the case of a sealed bid solicitation) or 
contract award (in the case of a nego-
tiated solicitation) unless otherwise re-
quired by law; and 

(3) No attempt will be made by this 
service provider to induce any other 
concern to submit or not to submit an 
offer for the purpose of restricting 
competition. 

[62 FR 32948, June 17, 1997, as amended at 62 
FR 41304, Aug. 1, 1997; 63 FR 2129, Jan. 13, 
1998; 63 FR 70572, Dec. 21, 1998; 68 FR 36942, 
June 20, 2003; 69 FR 6190, Feb. 10, 2004, 69 FR 
55109, Sept. 13, 2004; 69 FR 59145, Oct. 4, 2004] 

§ 54.505 Discounts. 
(a) Discount mechanism. Discounts for 

eligible schools and libraries shall be 
set as a percentage discount from the 
pre-discount price. 

(b) Discount percentages. The dis-
counts available to eligible schools and 
libraries shall range from 20 percent to 
90 percent of the pre-discount price for 
all eligible services provided by eligible 
providers, as defined in this subpart. 
The discounts available to a particular 
school, library, or consortium of only 
such entities shall be determined by in-
dicators of poverty and high cost. 

(1) For schools and school districts, 
the level of poverty shall be measured 
by the percentage of their student en-
rollment that is eligible for a free or 
reduced price lunch under the national 
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(a) of this section, such plans will be 
acceptable for satisfying those ele-
ments of paragraph (a) of this section. 
Applicants with such plans will only 
need to supplement such plans with the 
analysis needed to satisfy those ele-
ments of paragraph (a) of this section 
not covered by the future Department 
of Education technology plan require-
ments. 

(c) Timing of certification. As required 
under 54.504(b)(2)(vii) and (c)(1)(v), ap-
plicants must certify that they have 
prepared any required technology 
plans. They must also confirm, in FCC 
Form 486, that their plan was approved 
before they began receiving services 
pursuant to it. 

(d) Parties qualified to approve tech-
nology plans required in this subpart. Ap-
plicants required to prepare and obtain 
approval of technology plans under this 
subpart must obtain such approval 
from either their state, the Adminis-
trator, or an independent entity ap-
proved by the Commission or certified 
by the Administrator as qualified to 
provide such approval. All parties who 
will provide such approval must apply 
the standards set forth in paragraphs 
(a) and (b) of this section. 

[69 FR 55110, Sept. 13, 2004; 69 FR 59145, Oct. 
4, 2004] 

§ 54.509 Adjustments to the discount 
matrix. 

(a) Estimating future spending requests. 
When submitting their requests for 
specific amounts of funding for a fund-
ing year, schools, libraries, library con-
sortia, and consortia including such en-
tities shall also estimate their funding 
requests for the following funding year 
to enable the Administrator, to esti-
mate funding demand for the following 
year. 

(b) Reduction in percentage dis-
counts. At all times other than within 
a filing period described in § 54.507(c), if 
the estimates schools and libraries 
make of their future funding needs lead 
the Administrator to predict that total 
funding request for a funding year will 
exceed the available funding, the Ad-
ministrator shall calculate the per-
centage reduction to all schools and li-
braries, except those in the two most 
disadvantaged categories, necessary to 

permit all requests in the next funding 
year to be fully funded. 

(c) Remaining funds. If funds remain 
under the cap at the end of the funding 
year in which discounts have been re-
duced below those set in the matrices, 
the Administrator shall consult with 
the Commission to establish the best 
way to distribute those funds. 

[62 FR 32948, June 17, 1997, as amended at 62 
FR 41304, Aug. 1, 1997; 63 FR 70572, Dec. 21, 
1998; 69 FR 6191, Feb. 10, 2004] 

§ 54.511 Ordering services. 
(a) Selecting a provider of eligible serv-

ices. In selecting a provider of eligible 
services, schools, libraries, library con-
sortia, and consortia including any of 
those entities shall carefully consider 
all bids submitted and must select the 
most cost-effective service offering. In 
determining which service offering is 
the most cost-effective, entities may 
consider relevant factors other than 
the pre-discount prices submitted by 
providers but price should be the pri-
mary factor considered. 

(b) Lowest corresponding price. Pro-
viders of eligible services shall not 
charge schools, school districts, librar-
ies, library consortia, or consortia in-
cluding any of these entities a price 
above the lowest corresponding price 
for supported services, unless the Com-
mission, with respect to interstate 
services or the state commission with 
respect to intrastate services, finds 
that the lowest corresponding price is 
not compensatory. Promotional rates 
offered by a service provider for a pe-
riod of more than 90 days must be in-
cluded among the comparable rates 
upon which the lowest corresponding 
price is determined. 

(c) Existing contracts. (1) A signed con-
tract for services eligible for discounts 
pursuant to this subpart between an el-
igible school or library as defined 
under § 54.501 or consortium that in-
cludes an eligible school or library and 
a service provider shall be exempt from 
the requirements set forth in § 54.504(a), 
(b)(3), and (b)(4) as follows: 

(i) A contract signed on or before 
July 10, 1997 is exempt from the com-
petitive bid requirements for the life of 
the contract; or 

(ii) A contract signed after July 10, 
1997, but before the date on which the 

VerDate Aug<31>2005 08:47 Nov 08, 2005 Jkt 205197 PO 00000 Frm 00156 Fmt 8010 Sfmt 8010 Y:\SGML\205197.XXX 205197



147 

Federal Communications Commission § 54.514 

universal service competitive bid sys-
tem described in § 54.504 is operational, 
is exempt from the competitive bid re-
quirements only with respect to serv-
ices that are provided under such con-
tract between January 1, 1998 and De-
cember 31, 1998. 

(2) For a school, library, or consor-
tium that includes an eligible school or 
library that takes service under or pur-
suant to a master contract, the date of 
execution of that master contract rep-
resents the applicable date for purposes 
of determining whether and to what ex-
tent the school, library, or consortium 
is exempt from the competitive bid re-
quirements. 

(3) The competitive bid system will 
be deemed to be operational when the 
Administrator is ready to accept and 
post FCC Form 470 from schools and li-
braries on a website and that website is 
available for use by service providers. 

(d)(1) The exemption from the com-
petitive bid requirements set forth in 
paragraph (c) of this section shall not 
apply to voluntary extensions or re-
newals of existing contracts, with the 
exception that an eligible school or li-
brary as defined under § 54.501 or con-
sortium that includes an eligible 
school or library, that filed an applica-
tion within the 75-day initial filing 
window for 1998 (January 30, 1998–April 
15, 1998), may voluntarily extend or 
renew, to a date no later than June 30, 
1999, an existing contract that other-
wise would terminate between April 15, 
1998 and June 30, 1999. 

(2) For the 1998–1999 funding year, a 
contract exempt from the competitive 
bid requirement, as described in para-
graph (c) of this section, may be volun-
tarily extended to September 30, 1999 
only to the extent necessary to permit 
delivery of the nonrecurring services 
subject to that contract and for which 
discounts have been approved. 

[62 FR 32948, June 17, 1997, as amended at 63 
FR 2130, Jan. 13, 1998; 63 FR 33586, June 19, 
1998; 63 FR 43097, Aug. 12, 1998; 63 FR 70572, 
Dec. 21, 1998; 64 FR 22810, Apr. 28, 1999; 68 FR 
36942, June 20, 2003] 

§ 54.513 Resale and transfer of serv-
ices. 

(a) Prohibition on resale. Eligible serv-
ices purchased at a discount under this 
subpart shall not be sold, resold, or 

transferred in consideration of money 
or any other thing of value. 

(b) Permissible fees. This prohibition 
on resale shall not bar schools, school 
districts, libraries, and library con-
sortia from charging either computer 
lab fees or fees for classes in how to 
navigate over the Internet. There is no 
prohibition on the resale of services 
that are not purchased pursuant to the 
discounts provided in this subpart. 

(c) Eligible services and equipment 
components of eligible services pur-
chased at a discount under this subpart 
shall not be transferred, with or with-
out consideration of money or any 
other thing of value, for a period of 
three years after purchase, except that 
eligible services and equipment compo-
nents of eligible services may be trans-
ferred to another eligible school or li-
brary in the event that the particular 
location where the service originally 
was received is permanently or tempo-
rarily closed. If an eligible service or 
equipment component of a service is 
transferred due to the permanent or 
temporary closure of a school or li-
brary, the transferor must notify the 
Administrator of the transfer, and both 
the transferor and recipient must 
maintain detailed records documenting 
the transfer and the reason for the 
transfer for a period of five years. 

[62 FR 32948, June 17, 1997, as amended at 69 
FR 6191, Feb. 10, 2004] 

EFFECTIVE DATE NOTE: At 69 FR 6191, Feb. 
10, 2004, § 54.513 was amended by revising the 
section heading and adding paragraph (c), ef-
fective Mar. 11, 2004. Paragraph (c) contains 
information collection and recordkeeping re-
quirements and will not become effective 
until approval has been given by the Office of 
Management and Budget. 

§ 54.514 Payment for discounted serv-
ice. 

(a) Choice of payment method. Service 
providers providing discounted services 
under this subpart in any funding year 
shall, prior to the submission the Form 
471, permit the billed entity to choose 
the method of payment for the dis-
counted services from those methods 
approved by the Administrator, includ-
ing by making a full, undiscounted 
payment and receiving subsequent re-
imbursement of the discount amount 
from the service provider. 
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